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imposed upon the weak and under-developed railways system a burden that proved beyond its capacity. The number of railway engines in working order declined from 20,000 in 1914 to 17,000 in 1916, and to 9,000 in 1917; the number of railway cars declined from 540,000 in 1914 to 463,000 in 1916, and to 174,000 in 1917, while the production of rails fell from 43 million poods in 1914 to less than 12 million in 1917, The practical monopolization of the meagre and dwindling railway facilities by army services accounted, in part, for the severe shortages experienced by the civilian population.
The nature of war economics was not as well understood in 1914 as it is by generations enlightened by the experience of two world wars. What many Russian economists feared at the outbreak of hostilities was not shortages but overproduction due to the shrinkage of the markets. In August, 1914, for instance, Prince D. I. Shakhovskoy argued before the influential Moscow Agricultural Society that because of the suspension of exports "wheat, finding no buyers on the home market, may well lose all value"; he therefore urged government intervention in support of grain prices. Many manufacturers, laboring under a similar delusion, cut production by 25 or even 50 per cent. These apprehensions were soon belied by events. Army demand more than filled the gap created by the disruption of exports, and both industry and agriculture found themselves deluged with orders, Nevertheless the economic policy of the early months of the war adhered to the principle of "business as usual/' and no government intervention was contemplated except in the areas immediately adjoining the front. It was not until the military reverses of the spring of 1915, accompanied by a- calamitous shortage of war supplies, breakdown of the railways, and the rapid deterioration of the economic situation that the "business as usual" approach was superseded by that of "mobilization of industry" for the needs of the army. The new policy, carried out by specially created agencies (to be discussed later) in which both management and labor were represented, achieved a degree of success: by the end of 1916, because of increased domestic production and large shipments from allied countries, the supply of the army was vastly improved. This result, however, was attained at the price of diverting practically all industrial capacity to war purposes, with a corresponding reduction in the output of consumers' goods and articles needed by the fanners, such as fertilizers and agricultural machinery and implements. The resultant shortages led to an orgy of

